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I. Iatr04l1ctioll

sprint corporation ("sprint"), on behalf of sprint

Cellular Company, Sprint co.munications Company L.P., and the

United and Central Telephone companies, respectfully submits its

reply to comments filed in the above-captioned Notice of Proposed

RUlemakinq (tlNPRMtI). Sprint stronqly disaqrees with those

parties that argue for the use of revenue-based methods for

calculatinq regulatory fees, specifically AT'T, who proposes to

sUbstitute a different mUltiplier for the calculations. Sprint

urqes the Commission to reject all such revenue-based proposals.

II. Discussioll

In its comments AT'T proposes (p. 2) that the Commission

replace the proposed fee mUltiplier for IXCs ($.13 per customer

unit, or presubscribed line) with a mUltiplier "based on each

carrier's relative share of total IXC qross interstate revenues

for the precedinq calendar year." AT'T states that its proposal

would "result in a more equitable distribution of the fees ••• and

can be administered without imposinq additional administrative

burdens on the Commission or carriers" (p. 3).
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AT'T'. propo.al should be rejected. contrary to it•

••••rtion., there is nothing inequitable or discriminatory about

u.inq pre.ubscribed lines as the allocation basis. As explained

further below, the use of a per-presubscribed line mUltiplier is

far easier to implement than is a revenue-based mUltiplier, and

this ease of implementation is certain to result in more accurate

measurements, which are less sUbject to manipulation, than would

be the case for a revenue-based allocation.

AT'T complains (p. 4) that fee allocation based on

presubscribed lines does not "accurately reflect the various

IXCs' share of switched services .... " This is simply not true.

These fees (which are intended to recover some of the

Commission's costs related to its enforcement, policy and

ruleaaking, user information and international activities) cannot

be allocated on a cost-causative basis and the allocation basis

is necessarily arbitrary. These fees are no more closely related

to IXC revenues than they are to IXC presubscribed lines. Both

are equally "valid" or "invalid" as a means of allocation. The

fact that different measures generate different market share

estimates does not render either estimate discriminatory,

anti-competitive or even more accurate than the other.

Under these circumstances, the Commission should adopt

the allocation methodology which is simplest to implement.

Presubscribed lines constitute such an allocation basis. The
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nuaber of lines presubscribed to each IXC is a readily available,

...sur.ble, and auditable figure which is already provided to the

co..ission. Moreover, this is the methodology that the

Co.-i.sion used for the calculation of regulatory fees for Fiscal

Year 1994.

In contrast, "gross revenues" are sUbject to considerable

dispute. Different companies define "gross revenues" in

different ways; for example, they mayor may not include

international settlements payment; unco11ectib1es; or intrastate,

non-operating or unregulated service revenues. Revenue figures

are also more SUbject to revision than are presubscribed line

counts, which could necessitate some sort of true-up, further

complicating the fee allocation process. 1 Furthermore, the

comaission does not have the resources to audit the figures that

would be supplied.

Second, AT&T complains that line-based charges

"artificially discourage IXCs from seeking out and serving low

volume users" (p.6). This claim is also without merit. Much of

Sprint's marketing effort (~, its television advertising) is

national in scope and does not discriminate between low and high

voluae residential customers. Sprint, and presumably other of

1. The co..ission has noted that contribution calculations
based on revenues "is necessarily inexact" because of "the
uncertainti.s in .stimating both costs and reportable revenues"
(Te1ecqaaunications Belay services and the Americans with
Disabilities Act of 1990, CC Docket No. 90-571, Third Report and
Order rele.sed JUly 20, 1993 (FCC 93-357), paragraphs 21-22).
Thus, rates for TRS funding may involve a true-up calculation in
subsequent rate periods.
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AT&T's coapetitors, do not (indeed cannot) refuse to serve

low-volu.e residential customers. For example, Sprint has

participated actively in every equal acce.s balloting and

allocation opportunity of which it was aware.

The fact that AT&T may have more low volume customers

than do its competitors is irrelevant. AT&T's success among

these customers is directly related to its former monopoly

position; AT&T has never claimed that low volume customers are

unprofitable and has never offered to relinquish this "burden" to

another IXC. In any event, since most of the country has now

been converted to equal access, it is simply incorrect for AT&T

to claim (p. 5) that it is "the carrier of last resort" for low

voluae users; besides Sprint and MCI, many customers have the

option of choosing from among dozens of other interexchange

carriers. certainly, the Commission does not require AT&T to

serve as the "carrier of last resort."

Finally, Sprint is in agreement with one of the points

made in AT&T's comments, unrelated to the above issue. AT&T

states (p. 8, fn. 15) that the NPRM's rate calculation for

international bearer circuits appears to be based on understated

demand, ~, 62,000 active kbps or equivalent circuits. Thus,

applying the Commission's proposed rate of $5.00 to AT&T's some

76,000 international bearer circuits would yield a paYment of

over $380,000, far in excess of the Commission's $310,000 cost

allocation for the entire category.
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For fiscal year 1994 sprint reported 18,145 international

bearer circuits. Based on the proposed $5.00 rate, a payment on

the sa.. number of units would add more than $90,000 in fees from

Sprint alone, to the international bearer circuit category.2

Sprint agrees with AT&T that the rate calculation should more

accurately reflect the number of international bearer circuits,

and accordingly the Commission should set a more appropriate fee.

III. Conclusion

Sprint urges the Commission to reject all revenue-based

proposals for the calculation of regulatory fees, and to adopt

the "customer units" structure for fiscal year 1995.

Respectfully submitted,

By
. Kel.thley
M. Kestenbaum

1850 M Street, N.W.
suite 1100
Washington, DC 20036
(202) 857-1030

Craig T. smith
P.o. Box 11315
Kansas City, MO 64112
(913) 624-3065

Its Attorneys
February 28, 1995

2. As stated in our initial comments, Sprint fully supports the
Co.-ission's proposal to eliminate the existing double payment of
fees on international bearer circuits by operators of private
subaarine cable operators and the co..on carriers who use them.
If adopted, this proposal will reduce the number of international
bearer circuits for which Sprint is required to pay a regulatory
fe., but it will not invalidate AT&T's argument that the
commission should use accurate circuit counts in its rate
calculation for international bearer circuits.
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